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KEY ECONOMIC INDICATORS 
(Millions of U.S. dollars and calendar year unless otherwise noted) 


1984 1985 1986 % Change 


1985-1986 
National Accounts 


GDP Current. (monetary) (a) 732.3 745 ott 
GDP. Constant (1971 $) (a) 321.3 318.5 
Population (millions, est.) 2.10 2.20 
GDP per capita (dollars) 348.7 325, 1 
Consumer Prices (% change) 2.0 -1.0 


Government Finance (b) 

Revenue & Grants 260.1 217.0 
Expenditure 344.1 382.6 
External Arrears (FY-end) 48.6 140.4 


Monetary Sector (c) 

Foreign Assets -253.2 -284.3 
Domestic Credit 470.0 529.5 
Claims on Government (net) 334.3 402.0 
Claims on Private Sector L3262 iz?t.6 
Ml (d) 91.8 L2Zi.2 
Quasi-money (d) 47.5 43.6 


Foreign Trade 
Imports, c.i.f. 363.2 284.4 
Exports, f.0o.b. 452.1 435.6 
Iron Ore (million M7) 16.9 16.2 
(value) 279.0 279.4 
Rubber (million kg) 87.9 87.2 
(value) 91.3 7 eae 
Logs/ (million cbm) 183.5 188.9 
Timber (value) 22.6 23.0 
Trade Balance 88.9 ISL 2 
Current Account Balance (b) -26.5 42.1 


United States-Liberia 
Imports from United States 95.9 Jaea 6 -10.1 
Exports to United States 118.1 103.6 -6.0 


Trade Balance 2ec2 32a3 32 ae5 
U.S. share of imports (%) 26.4 25.4 i “Lid 
U.S. Share of exports (%) 26.1 23.8 a 0.0 


U.S. Bilateral Assistance 78.8 -35.0 
Economic (e) 66.0 ty -30.8 
Military (e) ee -56.8 


Notes: (a) GDP, at Factor cost; 1986 GDP fEigures are estimates. 
(b) Liberian fiscal years 1983/84, 1984/85, 1985/86. 

(c) End of year. 

(d) Ml defined as Liberian coins in circulation and demand 
deposits; quasi-money defined as savings and time deposits. 

(e) U.S. fiscal years 1983/84, 1984/85, 1985/86. 


Sources: Ministry of Planning and Economic Affairs, Statistical 
Bulletin of Liberia, National Bank of Liberia, Statistical Bulletin, 
IMF, International Financial Statistics. 





SUMMARY 


Liberia's “Open Door" economy has historically favored 
international trade and investment. Until the mid-1970s, 
Liveria enjoyed export-led growth in the iron ore, rubber and 
timper industries. However, the 1980s have been characterized 
by serious weaknesses in government fiscal and monetary 
policies, which have fueled growing budget deficits, liquidity 
crises, foreign exchange shortages, external debt service 
arrearages and palance of payments disequilibria. Falling 
world prices and depressed earnings from Liberian exports, 
particularly iron ore, have also contributed to the country's 
steady economic decline since 1980. Recovery has been hampered 
by investor and business uncertainty after the April 1980 
military coup, and again followiny the unsuccessful coup 
attempt in November 1985. The country returned to civilian 
government in January 19860 with Samuel K. Doe, the former 
military leader, as President, and a calmer political period 
has prevailed since then. However, a full restoration of 


business confidence is impeded by concerns over government 
economic policies. 


In spite of the country's recent economic troubles, the large 
private sector has shown considerable resiliancy. It has 
adapted to the emergence in 1986 of a parallel (and unofficial) 


foreign exchange market in which Liberian dollars are traded at 
discount to U.S. dollars. Many see the parallel market as a 
key factor in the country's ability to maintain a regular 
supply of imports. In 1987, signs of stabilization in private 
sector economic activity nave begun to emerge, such as higher 
import levels and increased agricultural exports. This 
phenomenon stands in contrast to the persistent problems 
affecting governinent finances. The financing of budget 
deficits by issuing more coins has undermined the parity 
between the U.S. and Liberian dollars. Also, the Liberian 
Government's creditworthiness with financial institutions and 
international donors has been hurt by its inability to service 
most of its external dept. 


In August 1987, Liberia and the United States reached final 
ayreement on a Financial Management Partnership under which 17 
U.S. “operational experts" will be placed in Liberian economic 
Ministries. It is hoped that this program will lead to 
improved fiscal management, and eventually to a restoration of 
business confidence and an economic recovery. While the 
medium-term economic outlook is clouded by the scaling back of 
the LAMCO iron ore mine, Liberia retains considerable natural 
resources and growth potential, particularly in agriculture. 
Sustained improvement in government fiscal performance should 
allow prospective investors and donors to respond 
constructively to Liberian development opportunities. 
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OVERALL TRENDS: CONTINUED BUT SLOWER GDP DECLINE 


The steady economic decline which has characterized the 
Liberian economy since 1980 continued in 1985 and 1986. 
However, the rate of decline appears to have slowed as real GDP 
dropped by 1.5 percent in 1985 compared to a nearly 3 percent 
annual average rate in 1980-85. A still smaller decline (0.7 
percent) in real GDP appears to have occurred in 1986. The two 
hardest hit sectors have been iron ore exports, hurt by lower 
world prices, and domestic manufacturing and services. 
Agriculture, particularly rubber and timber, has enjoyed a 
small recovery in the last two years. Recorded exports and 
imports have shown further declines in 1985-86. However, 
Significant unrecorded exports and imports appear to be 
occurring and recent trade levels may be inore stable than 
statistics indicate. Import figures in the first half of 1987 
showed their first increase in six years. Although the rate of 
decline appears to have slowed in recent years and even 
stabilized in some sectors in 1987, economic activity remains 
well below the levels of the 1970s with no clear sign of 
recovery on the horizon. 


GOVERNMENT FINANCE 


Liberia has experienced severe budgetary difficulties and 
deficits during the 1980s, due in large part to the absence of 
effective fiscal controls. Following the April 1980 coup, 
Civil service and military employment increased and public 
sector salaries were raised substantially. Meanwhile, 
Government of Liberia (GOL) revenue collections have eroded in 
this era of falling prices and slack worldwide demand for 
Liberia's major exports. During Liberian FY 1986/87, the 
government payroll (frequently several months in arrears) and 
payments to domestic vendors absorbed virtually all of the 
GOL's own revenues. The Liberian development budget and debt 
repayments suffered as a result. 


As high budget deticits have persisted (estimated at $150 
Million in FY 1986/87), traditional methods of deficit 
financing have been exhausted. Liberia's inability to service 
its growing debt burden has severely limited the availabity of 
new credits, and has caused suspension of disbursements by 
major donors such as the IMF, World Bank, and African 
Development Bank. As of mid-1987, the total GOL stock of 
outstanding external official and commercial dept nad exceeded 
$1.3 billion, while arrears alone were roughly $540 million. 
The GOL has also encountered severe difficulty in servicing the 
$9 million a year in obligations to the U.S. Government which, 
under the Brooke Amendment, are essential to continuing U.S. 
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assistance. However, as of the end of September 1987, Liberia 
was again current on its Brooke-sensitive payments. 


In February 1987, following the visits to Liberia of Secretary 
of State Shultz and U.S.A.1I.D. Administrator McPherson, the 
Liberian and U.S. Governments entered into a Financial 
Management Partnership. Under this program, 17 U.S. 
"operational experts" (OPEX) will be assigned to the Ministry 
of Finance, National Bank, and other key economic ministries 
and public corporations, and will have an operational role in 
revenue and expenditure control where they will assist the 
Liberian authorities. This program is intended to bring needed 
reforms to GOL public sector finances and offers Liberia the 


potential, if successful, of fiscal stability and renewed 
business confidence. 


MONEY AND BANKING 


The chronic pudget deficits and net capital outflows have 
created liquidity proplems for the Liberian monetary system. 
Although Liberia officially uses the U.S. currency, which is 
set at par with the Liberian dollar, most U.S. notes have 
disappeared from circulation, and Liberia continues to drift 
further away from the U.S. dollar "standard". As the GOL has 
exhausted its offshore reserves in order to cover domestic 
outlays, it continues to introduce new Liberian $5 coins into 
the money supply as a means of addressing GOL payroll and 
vendor arrearages. By mid-1987, just over $1U0 million worth 
of Liberian coins were in circulation, as compared with $22 
million in 1984. 


Consequently, a de facto dual currency system has emerged in 
Liberia. The law requiring the surrender of 25 percent export 
earnings to the GOL in return for “local" currency, enacted in 
1986, has reduced the amount of foreign excnange flowing 
through traditional banking channels. On the unofficial but 
increasingly influential “parallel” market, wnere the value of 
the Liberian dollar floats in relation to the U.S. currency, 
the Liberian coin to U.S. note discount has reached 65 percent 
during the May to October rainy season. During the dry season, 
nowever, when logging and agricultural productivity peaks, the 
rate in 1987 tended to moderate in the 30 to 50 percent range. 


In March 1987, the GOL and the commercial banks operating in 
Liberia entered into a Memorandum of Understanding (MOU), 
designed to restore contidence in the banking sector and revive 
the dormant interbank check clearinghouse. The MOU had largely 
achieved both these goals by the end of September, as Liberian 
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dollars tlowed back into the banking system. However, the 
foreign exchange shortaye has remained a serious problem. The 
GOL is now considering policy recommendations from the IMF on 
the future of Liberia's monetary system. Thus far, the GOL has 
indicated a desire to rectify its fiscal difficulties pefore 
addressing the issue of an official national currency. 


FOREIGN TRADE AND BALANCE OF PAYMENTS 


Witn substantial foreign investments in the iron ore, rubber, 
and timber industries, exports have consistently been the 
leading sector of the economy, constituting approximately 
two-thirds of monetary GDP. Official export earnings declined 
six percent in 1986 to $408 million. This was due to tne slump 
in exports of iron ore, coffee, and cocoa, but this decline was 
almost otfset by the boom in timber exports. Imports also 
declined in 1986 to $259 million, down nine percent rrom 1985. 
The resulting trade surplus of $149 million was marginally 
simtaller than in 1985. However, an increasing proportion of 
Liberia's trade is moving through unofficial channels, and the 
real trade flows could be 1U0 to .15 percent above the published 
fiyures, for poth imports and exports. 


Major imports include petroleum products, foodstuffs, 
machinery, parts, and transportation equipment. Although 
imports from the Far East are increasing, Europe and the United 
States continue to pe Liberia's major trading partners. The 
United States has consistently accounted for roughly 25 percent 
of Liberia's exports and imports, and the Federal Republic of 
Germany is the largest European trading partner, taking about 
30 percent of Liberia's exports (mainly logs and iron ore). 


Despite its regular trade surplus and a current account surplus 
estimated at $50 million in FY 1986/87, Liberia continued to 
run a large deficit on the overall palance of payinents 
(estimated at -$130 million in FY 1986/87). This stems from a 
steady deterioration in the capital account. Net official 
long-term flows have turned increasingly negative as previous 
loans come due and new concessionary loans have dropped sharply 
while, at the same time, private capital outflows have remained 
high, probably near $100 million. The overall palance of 
payments deficit has been financed py an accumulation of 
external loan arrears. Tne debt service ratio stood at 50 


percent in FY 1986/87, but only a small portion of this was 
actually peing paid. 





seCPTORAL DISCUSSIONS 


{ron Ore : This sector has over the past quarter century been 
tne largest single factor in the Liberian monetary economy, 
accounting in 1986 ror 24 percent of GDP, and 61 percent of 
exports. Consequently, the mid-1987 decision py LAMCO J.V. 
(which accounts for nalf of tne iron ore production) to scale 
back production by over 50 percent and cease mining in 1990 
Will have a major impact on the Liberian economy. LAMCO's 
problems can be attributed to the further decline in the world 
iron ore market, as well as the yeological reality that LAMCO 
will py 1990 exhaust the nigh-ygrade ore deposits in Nimba 
county. LAMCO and the GOL are still nopeful that the Mifergui 
iron ore project in neiyhboring Guinea can proceed, which could 
take advantage of existing LAMCO infrastructure and prolong tne 
lite of the LAMCO operation. However, project financing, firm 
sales contracts, and Libderian-Guinean agreement on operational 
modalities remain major unresolved obstacles at a time of low 
iron ore prices. The other iron ore mine, Bong, appears ina 
better position to weather the market downturn because its 
European owners provide an assured market. 


Rubber: Higner rubber prices and increased demand for latex 
products such as surgical gloves have encouraged Liberia's 
ruboer producers to begin replanting and consider other 
investments as well. In 1986, natural rubber production rose 
six percent, reaching 86,000 tons, and the upturn in production 
and sales nas continued in the first half of 1987. Liberia 
produces about two percent of the world's natural rubber 
Supply, but 15 to 20 percent of the world latex supply. 


Logs and Timber: Tne weakening of the U.S. dollar has 
stimulated production and exports to Europe. Tne Forestry 
Development Authority (FDA) reported that exports of logs and 
lujmper reached $52.4 million in the first half of 1987, a 121 
percent increase over the Ministry of Planning's figure for the 
first half of 1986. These figures are widely believed to 
underestimate the real value of exports. The rapid expansion 
of this industry has raised concerns over the depletion of the 
rainforest, by both logging firms and the traditional "slash 
and burn" farmers who follow logging roads into the formerly 
inaccessible forests. 


Manufacturing: Accounting for only six percent of the GDP, 
manufacturing is mostly based on import supstitution, and is 
encouraged by concession agreements which usually offer 
protection from competing imports and relief from taxes and 
customs duties. These firms tend to use few local materials. 
The inadequate and deteriorating infrastructure, difficult 
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bureaucracy, and small market combine to raise the costs of 
production for local manufacturers, and keep them from becoming 
competitive with imports. The government's policy shifts 
between encouraging local manufacturers or less expensive 
imports have added another element of uncertainty. 


Agriculture: Although traditional agriculture has been one the 
stronger sectors of the economy, it is usually not accurately 
reflected in Liberian GDP statistics. As the population of 
Monrovia has swelled with rural migrants, the market for rural 
produce has grown, stimulating farmers with access to 
transportation. Liberia imports roughly 25 percent of its rice 
(the staple food), and nearly half of this arrives under 
U.S.A.1I.D.'s PL-480 program. Besides rubber, coffee and cocoa 
are the main export crops. Official figures show a declining 
value of these two exports, but they do not reflect the 
substantial volume that moves unofficially across the border 
into neighboring countries. 


Minerals: Liberia's production of gold and diamonds has been 

stimulated by tne demand for export earnings. Most Miners are 
small prospectors who pan along Liberia's rivers and streams. 

Much of their production and shipment is not recorded, making 

export figures unreliable, but combined output is estimated at 
anywhere from $10-$50 million in tne last year. 


Petroleum: In September 1987, the GOL reached agreement with 
Linkoil International of Dallas, Texas, for the privatization 
of the parastatal Liberian Petroleum Refining Corporation 
(LPRC), and the rehabilitation of the LPRC refinery. Due to 
various structural problems, the GOL has not been able to 
realize the considerable potential revenue from excise tax on 
gasoline. It remains to be seen if the new privatization steps 
Will improve this situation. Several export concessions import 
their own petroleum products, but it is still unclear how the 
Linkoil agreement will affect pre-existing arrangements. In 
December 1986, Amoco announced an early cessation of its 
unsuccessful attempts to locate petroleum deposits off the 
Liberian coast. 


INFRASTRUCTURE 


International Air Traffic: Roberts International Airport 
(RIA), located approximately 35 miles from downtown Monrovia, 
is Liberia's principal air traffic terminal, and is served by 
several international carriers. There are 10 flignts a week 
between RIA and European cities and New York, with additional 
flights linking Liberia with other destinations in Africa. Pan 
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An suspended its New York/West Africa service at the end of 
January, 1987, but Air Afrique and Nigeria Airways now each 
offer direct weekly service to New York. 


Ports: ‘The Port of Monrovia is the country's principal funnel 
for exports and imports. The European Community has offered an 
assistance project whicn would upgrade the Port's management 
with expatriate experts. If adopted, it could provide badly 
needed improvements in the functioning of the Port. There are 
several smaller ports on the Lipverian coast, the most important 
of which is the Port of Buchanan managed by LAMCO. 


Utilities: The Liberia Electricity Corporation (LEC) has an 
installed capacity of 170 MW in its Monrovia grid, of which 64 
MW are hydroelectric (and mostly unavailable during the dry 
season) and the remainder are thermal. LEC operates several 
thermal plants with a total capacity of roughly 13 MW in rural 
areas, but their operation is intermittent, mainly due to fuel 
supply problems. Although LEC has experienced severe 
generation and distribution problems during earlier dry 
seasons, service has peen fairly reliable in Monrovia during 
1986 and 1987. Many companies and private residences are now 
equipped with their own generators. 


Communications facilities, which are provided by the Liberia 
Telecommunications Corporation (LTC), include domestic 
telepnone, and international telephone, facsimile, and telex 
lines. Construction of a new LTC satellite earth station, and 
upgrading of the ancillary eyuipment began in early 1987, and 
the tentative project completion date is mid-1988. 


Labor: The labor force is estimated at 1.2 million, but only 
about 10 percent are employed in the formal sector. 

Expatriates are estimated to account for five percent of formal 
sector employees. Public sector employment is over 42,000, 
Agriculture remains the single largest employer, but only 10 
percent of its workers are in the formal sector, while the rest 
are in the subsistence sector. Firestone is the largest single 
private employer in Liberia, with 8,600 workers, and U.S.-owned 
and atfiliated firms employ a total of roughly 16,000 persons. 


IMPLICATIONS FOR THE UNITED STATES 


Implications for American Business: While Liberia's economic 
decline shows signs of leveling off, there is little short-term 


prospect for renewed growth unless iron ore prices unexpectedly 
recover. The government continues to reaffirm the "Open Door" 
policy of encouraging trade and investment and the traditional 
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investors, such as Firestone, Guthrie, and Bong, continue to 
operate. Some uncertainty has been generated by the 
announcement in September 1987 that the GOL plans to review 
existing concession agreements. The ongoing problems in the 
public sector budget, shortages of offshore funds, and the 
cutbacks in iron ore production are all likely to prevent short 
term economic growth. 


However, U.S. exports to Liberia may benefit from the apparent 
stabilizing of import levels and the decline in the value of 
the U.S. dollar against the yen and the European currencies. 
Importers are once again interested in the U.S. suppliers they 
abandoned when the dollar was strong. Although several 
shipping lines are offering regular service to Monrovia, both 
direct and via transshipment, shipping from Europe is perceived 
to be faster, cheaper, and handle a wider variety of goods. 
U.S. exporters should therefore emphasize their shipping 
capabilities in their marketing approach. 


The issue of credit terms is a difficult one. The companies 
which have been most successful in exporting to Liberia, 
largely European firms, are those which have offered some 
credit. A number of Liberian firms have built up longstanding 
business ties with European and American companies and deal 
regularly on 30-60 days terms or even open account. On the 
other hand, the difficult economic situation and shortage of 
foreign exchange mean risks exist in extending credit to firms 
with which one is not well known. Confirmed Letter of Credit 
or U.S. bank draft represent the safer course, but many local 
firinns have difficulty meeting this requirement. WTDR reports 
are available on Liberian firms through the U.S. Department of 
Commerce. Due to the Liberian Government's shortage of 
resources and its substantial arrears to vendors and external 
creditors, sales to the GOL on other than Letter of Credit 
terms are being approached with caution. Applications for OPIC 
investment insurance and Ex-Im Bank trade financing in Liberia 
are considered on a case-by-case basis. Interested firms 
should contact the Washington offices of these agencies. 


The Liberian legal system is usually slow to dispose of cases 
brought before it, and one of the first steps a prospective 
investor should take is to engage local counsel. Legal 
processes are often expensive and time consuming, and 
judgements are not always based on legal merit, resulting in a 
lack of confidence in the system by many in the private sector. 
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Best Export Prospects: Liberia imports most of its consumer 
goods, including all kinds of foodstuffs. Rice, canned fish, 
vegetable oils and preserved meats are major imports that sell 
well in local markets. Importers and consumers are seeking 
brands with low unit prices for small shipments. The market 
for cosmetics and personal care items is attractive. Consumer 
appliances of all kinds are also in demand, with an emphasis on 
quality as well as price. Non-consumer prospects include 
building materials, hardware, and parts compatible with 
Liberia's aging fleet of Japanese vehicles. If the U.S. dollar 
continues to decline, imports of American vehicles may also 
become feasible. Used but workable equipment is particularly 
attractive to timber and mineral firms seeking to minimize 
their capital investments. 


Best Investment Prospects: Liberia's main investment 
opportunities are in the agricultural export sector. Tree 
crops such as rubber, coffee and cocoa thrive here, as do 
tropical fruits such as papaya, mango, pineapple, and banana. 
There are currently no plantations producing tropical fruits, 
and no facilities for processing them. While the inadequacies 
of the infrastructure and bureaucratic obstacles present 
difficulties, this sector has significant potential for an 
investor with access to well-developed markets. The Liberian 
Government is trying to encourage agricultural development, and 
is likely to welcome investments in agro-industries. 


Although Liberia's ocean resources are not as rich as those of 
its northern neighbors, the fishing industry has attracted 
investor attention due to the low level of fishery 
exploitation. Investors are mostly seeking to export lobster 
and shrimp, while selling the fish harvest in the local market. 


Tne Embassy strives to promote U.S. products in Liberia through 
its Commercial Library and trade events such as Video Catalogue 
Exhibitions (VCE's) that focus on particular U.S. industries. 
Industry specific export guides and company catalogues are 
publicized to relevant firims to encourage sourcing from U.S. 
suppliers. ‘The Library is open to the public every business 
day, and visiting American business representatives are welcome 
to call on the Economic/Commercial section for information and 
guidance, 


American firms interested in the Liberian market, either for 
investment or export sales, should contact the nearest of the 
47 District Offices of the U.S. Department of Commerce. Tiney 
can provide trade leads, information on foreign firms, advice 
on Financing and documentation, and a wide range of other 
important and useful services. 














